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SYSTEM AND METHOD FOR APPROVAL
AND ALLOCATION OF COSTS IN
ELECTRONIC PROCUREMENT

BACKGROUND OF THE INVENTION

1. Field of the Invention

The present invention generally relates to approval and
allocation of costs associated with purchases against a pro-
curement contract, and more particularly to receiving an elec-
tronic invoice, and validating the invoice including validation
of rate information contained in the invoice with information
from the procurement contract, and allocating costs.

2. Related Art

Electronic procurement, or e-procurement, provides a
mechanism to purchase goods and services electronically.
Using a network of computers, such as the Internet, a buyer
can place an order for a good and/or service, typically by
accessing a supplier’s web. Thus, purchasing within an orga-
nization can be made easier at least on the front end. However,
of course, a purchase has an associated request for payment,
which is typically in the form of an invoice received from the
supplier. Before a supplier’s invoice is paid, the organization
for which the buyer made the purchase must validate the
information contained in the invoice.

In a case that the invoice can be matched to a purchase
order, the process of validating the invoice is made easier,
since the purchase order, and the purchase itself, typically
went through an approval process before it was sent to the
supplier. Before a purchase order is submitted by the buyer for
approval, the buyer completes the purchase order, which typi-
cally includes such information as the supplier’s name and
address, a description of the item to be purchased, together
with price and quantity. The purchase order also typically
includes the buyer’s name and department within the organi-
zation. This latter information is used to allocate the costs
associated with the purchase. The completed purchase order
is reviewed, and if approved is submitted to the supplier to
make the purchase. Upon receipt of the purchase order, the
supplier fills the order and submits a request for payment. The
request for payment is typically in the form of an invoice, and
usually includes the purchase order, or some reference, e.g., a
purchase order number, to the purchase order.

The purchase order is used by the organization to verify the
contents of a received order. In addition, when the supplier
submits the invoice, the invoice is compared to the purchase
order to verify the information contained in the supplier’s
invoice.

However, in a decentralized procurement environment,
buyers in departments within an organization may be permit-
ted to make a purchase by directly contacting the supplier
without first completing a purchase order and obtaining pre-
purchase approval. In such a case, a supplier’s invoice is
typically the organization’s notification of the procurement.
In addition, the invoice is usually received by a department,
other than the buyer’s department, which has the centralized
task of reviewing and approving the supplier’s invoice for
payment. While a type of procurement of a good or service
which involves a decentralized purchase without a purchase
order against a contract facilitates the procurement, this type
of procurement makes it difficult to validate an invoice for
approval and payment, typically a centralized task.

To illustrate, using the following example, an organization
has an existing procurement contract with a credit bureau to
provide demographic data, such as with a market list service,
to be used within the organization. A buyer in a department
associated with a specific cost center within the organization
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contacts the credit bureau to request the market list service.
Other buyers associated with other cost centers may also use
the market list service, or another service provided by the
credit bureau. In addition, in making the purchase, the buyer
may represent more than one cost center. The credit bureau
submits an invoice using a centralized destination within the
organization to request payment for each of the services that
it performed over a period of time. At that time, the informa-
tion contained in the invoice must be validated, and the appro-
priate cost center(s) charged for the costs associated with the
procurement.

Since the request for the market list service need not be
submitted to the supplier with a purchase order, the supplier’s
invoice may not include typical information (e.g., a purchase
order number, pricing, buyer’s department, etc.) used to vali-
date and allocate the costs identified by the invoice. In addi-
tion, the invoice received from the supplier is typically in a
non-standard form.

In order to approve the invoice for payment, the items
contained in the invoice must be identified and matched to a
contract rate to ensure that the invoice rate charged by the
supplier matches the contract rate. In addition, the costs asso-
ciated with the services identified in the invoice must be
allocated to the appropriate cost center, or cost centers.

To facilitate the procurement process, the organization
may use an online procurement tool for goods and services.
One example of such a tool is called Ariba Buyer, which is
provided by Ariba, Inc. Inaddition, Ariba Inc. offers software,
Ariba Contract, which provides an online repository of con-
tracts and rate cards, and Ariba Invoice, used for processing
invoices. However, existing electronic procurement tools do
not have an efficient mechanism for receiving and processing
an electronic procurement invoice, which is not backed by a
purchase order. In addition, these electronic procurement
tools do not provide backend processing for allocating costs
to the appropriate cost center(s).

Given the foregoing, what is needed is a system, method
and computer program product for approval and allocation of
costs in electronic procurement.

BRIEF DESCRIPTION OF THE INVENTION

The present invention meets the above-identified needs by
providing a system, method and computer program product
for approval and allocation of costs in electronic procure-
ment.

In accordance with one embodiment of the invention, cen-
tralized approval and allocation of costs associated with pur-
chases against a pre-existing electronic procurement contract
is provided in an organization having a number of cost cen-
ters. An electronic invoice is submitted by a supplier of a good
and/or service as a request for payment for the good and/or
service procured by a buyer in the organization. The elec-
tronic invoice submitted by the supplier includes a number of
input fields, at least one of which is used for allocation of costs
associated with the procurement. Once submitted, the elec-
tronic invoice undergoes a set of validations to validate the
information contained therein. In a case that the electronic
invoice’s information is successfully validated, it is then
matched with the pre-existing electronic procurement con-
tract, and rate information included in the electronic invoice is
validated against a contract rate from the electronic procure-
ment contract. The validated information from the electronic
invoice, including the cost allocation information and the rate
information, is used to allocate costs associated with procure-
ment to appropriate cost center(s) within the organization.
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An advantage of the present invention is that it facilitates
post-procurement approval of costs associated with an elec-
tronic procurement, including non-purchase-order-backed
procurement, based on information contained in an invoice
and a pre-stored contract.

Another advantage of the present invention is that it facili-
tates identification of the cost centers to which procurement
costs are to be allocated.

Yet another advantage of the present invention is that there
is no need to require a purchase order, or other pre-procure-
ment approval document.

Further features and advantages of the present invention as
well as the structure and operation of various embodiments of
the present invention are described in detail below with ref-
erence to the accompanying drawings.

BRIEF DESCRIPTION OF THE DRAWINGS

The features and advantages of the present invention will
become more apparent from the detailed description set forth
below when taken in conjunction with the drawings in which
like reference numbers indicate identical or functionally
similar elements. Additionally, the left-most digit of a refer-
ence number identifies the drawing in which the reference
number first appears.

FIG. 1 is a system diagram of an exemplary electronic
procurement system architecture in which the present inven-
tion, in an embodiment, would be implemented.

FIG. 2, which comprises FIGS. 2A and 2B, shows exem-
plary windows, or screen shots, of a supplier-side user inter-
face generated by the graphical user interface of the present
invention.

FIG. 3 is a block diagram illustrating a sequence for bulk
processing of invoices according to an embodiment of the
present invention.

FIG. 4, which comprises FIGS. 4A and 4B, is a flowchart
illustrating an electronic procurement approval, payment and
allocation process according to one embodiment of the
present invention.

FIG. 5 is a flowchart illustrating an allocation process
according to one embodiment of the present invention.

FIG. 6is ablock diagram of an exemplary computer system
useful for implementing the present invention.

DETAILED DESCRIPTION

1. Overview

The present invention is directed to a system, method and
computer program product for approval and allocation of
costs in electronic procurement. The present invention is now
described in more detail herein in terms of an exemplary
electronic procurement system. This is for convenience only
and is not intended to limit the application of the present
invention. In fact, after reading the following description, it
will be apparent to one skilled in the relevant art(s) how to
implement the following invention in alternative embodi-
ments.

To illustrate, the invention is described with reference to a
multi-party procurement, i.e., a supplier, a buying organiza-
tion and a buyer within the buying organization. While the
invention is described with reference to a single supplier,
buyer and buying organization, it should be apparent that the
present invention is applicable to any number of buying orga-
nizations, each of which has multiple suppliers and/or buyers.
In addition, the present invention is described with reference
to decentralized procurement, e.g., multiple buyers within the
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4

buying organization procuring items, it should be apparent
that the present invention would also be applicable to central-
ized procurement. Further in this regard, the present invention
is described with reference to centralized invoice approval
and payment, and allocation of the associated costs. However,
it should be apparent that the present invention has applica-
bility to decentralized invoice approval and payment, and
allocation of costs.

II. System

Referring to FIG. 1, a system diagram of an exemplary
electronic procurement system 100 in which the present
invention, in an embodiment, would be implemented is
shown.

System 100 includes a user interface 102 comprising
invoice interface 130, create/edit rate card interface 132, and
cost allocation interface 134 used by the procuring organiza-
tion. In addition, system 100 includes a supplier-side user
interface 103 used by supplier 101 to create and submit an
invoice to the procuring organization. Supplier 101 contracts
with the organization to supply goods and/or services to the
organization. A good or service is hereinafter generally
referred to as a product or an item. Multiple buyers within the
organization can contact supplier 101 to make a purchase,
which may, but need not, be pre-approved (such as with a
purchase order). The request may be made online, via the
Internet, for example. To obtain payment for the item sup-
plied to the buyer, supplier 101 accesses system 100 via
supplier-side user interface 103.

In the exemplary embodiment, supplier-side user interface
103 uses a spreadsheet application, such as Microsoft Excel
2000 to generate the user interface. However, it should be
apparent that other software applications can be used to gen-
erate supplier-side user interface 103. Using Microsoft Excel,
supplier-side user interface 103 is generated as a spreadsheet
document, which includes multiple window displays, and
which includes fields for entering invoice information.

Asis discussed in more detail below, with reference to FIG.
2, the supplier-side user interface 103 allows a supplier 101 to
create an electronic invoice, and to enter invoice information,
including supplier information, cost information, line item
detail, and allocation information. After entering the invoice
information, supplier-side user interface 103 allows the sup-
plier 101 to validate the invoice, submit the invoice to the
buying organization for payment, or save the invoice as a
draft, for example. Upon submission for payment and/or vali-
dation, the invoice is parsed and submitted via an electronic
procurement portal 104 to electronic invoice processing and
cost allocation system (EIPCAS) 106. According to this
exemplary embodiment, the invoice is submitted in a c XML
(commerce extended markup language) format, which is
based on an open standard for communicating commerce-
related data across the Internet. However, it should be appar-
ent that other electronic data formats may be used.

EIPCAS 106 includes invoice load 108, electronic pro-
curement tool 110, contract load 112 and cost allocation 114.
In addition to validating an invoice, processing an invoice for
payment, and allocating procurement costs, EIPCAS 106
updates and retrieves data stored in database 116, which
includes stored contract 118, invoice 120, cost allocation 122,
and accounting 124 information.

Examples of the information stored in database 116 will
now be described.

Invoice 120 includes information entered using supplier-
side user interface 103. FIG. 2, which comprises FIGS. 2A



US 7,792,721 B2

5

and 2B, shows exemplary windows, or screen shots, of user
interface 103 generated by the supplier-side user interface
102 of the present invention.

Referring to FIG. 2A, window 200 includes supplier infor-
mation section 202 for entering supplier identification infor-
mation, such as the supplier’s name and address. Invoice
section 204 includes an invoice number 205 for entering an
invoice identifier, invoice date 206 for entering a date of the
invoice, and a contract number 207 for entering a contract
identifier. Service request type 208 further identifies the item
(s) purchased, and includes values such as online, batch and
other. The service request type 208 can be used to dynami-
cally alter the fields displayed in the supplier-side user inter-
face 103.

Cost section 210 of window 200 includes fields for entering
the total amount due shown in field 214 for all of the items
supplied by supplier 101 identified in the electronic invoice.
The total amount due shown in field 214 is based on the
amounts identified in subtotal field 211, which identifies a
subtotal for the supplied items, excluding tax and freight,
which are identified in fields 212 and 213, respectively. Thus,
field 214 identifies an amount due, which is a sum of the
amounts identified in fields 211 to 213.

Referring to FIG. 2B, window 220 includes line item detail
for each of the supplied items, for which payment is requested
by the supplier 101. More particularly, each line item entered
in line item detail section 242 is identified by a line item
number 222, allocation code 224, transaction date 226, item
code 227, item description 228, unit of measure 230, quantity
232, unit price 234, line item total 236, line item tax 238 and
line item freight 240. Allocation code 224 is used to identify
an allocation rule for allocating the costs, as identified by the
fields 236, 238 and 240, to at least one cost center. Supplier
101 supplies the allocation code 224, which may be provided
by the buyer as part of the request for the good and/or service.
Alternatively, the allocation code 224 may be provided to the
supplier 101 in another manner, such as with the contract.

Reverting to FIG. 1, Contracts 118 of database 116
includes the supplier’s 101 rate card(s). Under control of
contract load 112, user interface 102 generates a creation/edit
rate card user interface 132 to input rate card information,
which is stored in contracts 118. Each rate card identifies the
supplier. In addition, a rate card identifies at least one item
(e.g., a good or service). Each item identified in the rate card
has identitying information, such as an item code and a item
description, unit of measure, and a negotiated unit price, or
rate, identified in the rate card. The negotiated rate may be a
flat rate or volume-tiered, rate, for example.

Cost allocation 122 includes a mapping between allocation
code and one or more allocation rules, each of which are used
to identify the cost center to allocate the cost to one or more
cost centers. A cost center is associated with one or more
business units, e.g., departments. A status associated with an
allocation code can be used to determine whether an alloca-
tion code is in effect. An allocation code is also associated
with the supplier 101.

Each allocation rule has an associated effective date, which
is examined in selecting an allocation rule to allocate costs
identified in the electronic invoice to one or more cost centers.
More particularly, as is discussed more fully below, an allo-
cation rule having an effective date equal to or prior to the date
on which the invoice is being processed is selected to allocate
costs to a cost center. Where more than one allocation rule is
associated with an allocation code, those allocation rules
having an effective date prior to the current, or processing,
date are identified, and an appropriate allocation rule is
selected, as is discussed in more detail below.
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An allocation rule identifies each cost center using a cost
center identifier and identifies the percentage (i.e., value
greater than zero and less than or equal to one hundred) to be
used to allocate cost to the identified cost center. An allocation
code and associated rule are entered via the cost allocation
interface 134. The allocation rule is validated by cost alloca-
tion 114 to ensure that a valid cost center identifier is used,
together with a valid percentage. Where more than one cost
center is identified by an allocation rule, a validation is per-
formed by cost allocation 114 to ensure that the aggregate
percentage does not exceed one hundred percent.

In a case that one cost center is identified by the selected
allocation rule, the cost is allocated to the cost center identi-
fied by the allocation rule. In a case that the allocation rule
identifies multiple cost centers, the cost is allocated to each
identified cost center in accordance with cost center percent-
ages identified by the selected allocation rule.

Once the supplier 101 submits an electronic invoice with
the information entered via windows 200 and 220, invoice
load 108 examines the information contained in the electronic
invoice. For each line item entered in window 220, invoice
load 108 verifies the line item total 236 value using the quan-
tity 232 and unit price 234 fields.

In addition, invoice load module 108 matches the contract
identified in the invoice with a contract stored in contracts
118. The stored contract includes supplier identification
information, which is used to validate the supplier identifica-
tion information in the electronic invoice. The line item detail
in the electronic invoice is validated using the stored contract
information. For example, the item code, item description and
unit of measure line item information of the electronic invoice
are validated against the stored contract information. The
stored contract rate is used to validate a line item’s unit price
in the electronic invoice. A line item’s allocation code 224 is
validated against the information stored in cost allocation 122
of database 116.

In addition, the invoice load 108 examines the amounts
entered in field 211 to 214 in cost section 210 of invoice
creation window 200 to ensure that subtotal 211, total tax 212
and total freight 213 accurately sum the values for line total
236, tax amount 238 and freight 240 for the line items in line
item section 242, and that amount due 214 is the sum of
subtotal 211, total tax 212 and total freight 213.

Exceptions identified during invoice validation are noted
forreconciliation by the buying organization, or correction by
the supplier 101. For example, in a case that invoice load
module 108 determines that the invoice is missing required
data or contains invalid data, the invoice undergoes exception
handling, which may include notifying the supplier 101 to
correct the error that caused the exception. In such a case, the
supplier 101 is notified (e.g., by electronic mail or via sup-
plier-side user interface 103) and is requested to correct the
errors using supplier-side user interface 103, and invoice
creation and submission interface 200 and 220.

Notification of an exception that is to be processed by the
buying organization is typically forwarded by electronic mail
to someone within the organization. The email recipient then
accesses EIPCAS 106 to resolve the exception.

Once a submitted invoice is successfully validated by
invoice load 108, the invoice is submitted for further process-
ing and payment, and allocation of the costs identified in the
electronic invoice. An electronic procurement tool 110, such
as Ariba Inc.’s Ariba Buyer, Contracts and Invoice, is used to
facilitate processing and payment of the invoice.

Costs are allocated at any time after an invoice is validated,
but typically are allocated either after a payment is scheduled
or actually paid. Costs are allocated to one or more cost
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centers using the cost allocation rules stored in cost allocation
114. More particularly, the allocation code from a line item in
the electronic invoice is used to select an allocation rule.

As discussed above, more than one allocation rule may be
associated with an allocation code. If more than one of the
allocation rules is in effect, an exception is raised, and noti-
fication of the exception is sent via electronic mail. Upon
receipt of the electronic mail, the recipient accesses EIPCAS
106 to mark one of the allocation rules as the appropriate rule,
and marks the remaining allocation rules as inactive. A noti-
fication is then sent to the EIPCAS 106, which resumes pro-
cessing of the invoice to allocate the costs.

Using a selected allocation rule, the line item’s subtotal,
line total 236, tax 238 and freight 240, are split according to
apercentage, or percentages, and assigned to each cost center,
identified by the allocation rule. Each cost center identified in
an allocation rule is to ensure that each cost center identified
in the allocation rule is a valid cost center. System 100 then
generates accounting entries to update accounting data 124 to
reflect the allocated costs.

If an error occurs during cost allocation, e.g., an invalid
allocation code, allocation rule, or cost center, the error is
reported for automated and/or manual reconciliation.

Costs may be allocated to the appropriate cost centers at
anytime with respect to payment of the invoice. For example,
costs may be allocated at the time a payment is scheduled but
before the payment of the invoice. Alternatively, costs may be
allocated after payment of the invoice. According to one
approach used in an embodiment of the present invention,
costs may initially be allocated to a central, or initial, cost
center, and then using the selected allocation code, the costs
are reallocated to the appropriate cost center(s). Alternatively,
the costs can be allocated to the appropriate cost center(s)
without first being allocated to a central cost center.

Reallocation of costs from an initial cost center is useful,
for example, in a case that invoices are processed for payment
in bulk, i.e., in a case that invoices are processed and paid in
bulk. FIG. 3 is ablock diagram illustrating a sequence for bulk
processing of invoices according to an embodiment of the
present invention. An electronic invoice received at block 301
undergoes a validation at block 302. Exceptions are handled
at exception handling block 303. Valid invoices are stored,
such as in invoice 120 of database 116, at block 304. Periodi-
cally, unpaid, stored invoices are processed for payment at
block 305. At this time, the costs associated with the invoices
are allocated to an initial cost center. At block 306, after the
invoices are processed for payment, the costs allocated to the
initial cost center are reallocated to the appropriate cost cen-
ters based on the line item allocation code’s 224 identified in
each invoice.

III. Process

Referring to FIG. 4, which comprises FIGS. 4A and 4B, a
flowchart illustrating an electronic procurement approval,
payment and allocation process 400, according to one
embodiment of the present invention, is shown.

Process 400 begins at step 402 to determine whether an
invoice is received, such as in a case that supplier 101 submits
an invoice using supplier-side user interface 103. If an invoice
is not received, processing waits for receipt of aninvoice. [fan
invoice is received, processing continues at step 404 to match
the received invoice to a contract stored in contracts 118. At
step 410, the received invoice is examined for missing, invalid
or incorrect information. For example, supplier, contract,
and/or line item information is examined to identify missing
or invalid information. If an exception is identified at step
412, processing continues at step 414 to process the excep-
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tion. The exception may be processed in a reconciliation
process within the buying organization, or by notifying the
supplier 101 to correct the invalid information, for example.

Ifno exception is found at step 412, processing continues at
step 416 to obtain financial approval. Thus, once the received
invoice has been validated, a notification is sent via electronic
mail to someone in the buying organization. Upon receipt of
the notification, the recipient reviews the invoice, approves it
for payment, and notifies the EIPCAS 106 to schedule pay-
ment. At 418, upon notification of approval of the invoice,
payment is scheduled and then made. At step 420, the costs
identified in the invoice are allocated to the appropriate cost
centers. As discussed above, the costs may be allocated before
payment is actually made, when payment is scheduled.

As discussed above, at 410, the invoice is examined to
ensure that it is valid. FIG. 4B illustrates a process flow for
validating an invoice according to one embodiment of the
invention. Generally, the information contained in the invoice
is validated, including supplier 101 information. In addition,
each line item of the invoice is examined and validated.

At 422 of FIG. 4B, the supplier information section 202 is
examined against the information contained in the stored
contract. At 424, a determination is made whether there are
any remaining line items to be processed. If there are remain-
ing invoice line items, processing continues at 426 to get the
next line item from the invoice. At 428, the invoice line item
is examined against the stored contract. More particularly, the
line item detail (e.g., allocation code 224, item code 227, item
description 228, unit of measure 230, and unit price 234) is
examined against information in the stored contract. Process-
ing continues at 424 to process any remaining line items.

Ifitis determined at 424 that there are no line items remain-
ing to be processed, processing then continues at 412 of FIG.
4A , where a determination is made whether the examination
in 422 and/or 428 caused an exception (e.g., the invoice’s
allocation code 224 and/or unit price 234 differs from the
allocation code and/or unit price information contained in the
contract). If so, processing continues at step 414 to process
the exception. If there were no exceptions, or once all excep-
tions are cleared, processing continues at step 416 to obtain
financial approval, as described above.

Asisdiscussed above, the costs can be allocated to a central
cost center and then re-allocated to the appropriate cost
center(s) based on the allocation code identified in the invoice
line item detail. Alternatively, the costs may be allocated
initially to the appropriate cost center(s). In either case, the
costs are allocated to the appropriate cost center(s) in accor-
dance with the allocation code, and an allocation rule associ-
ated with the allocation code.

FIG. 5 is a flowchart illustrating an allocation process
according to one embodiment of the present invention. Gen-
erally, costs identified in an invoice line item are allocated in
accordance with the allocation code 224 identified in the line
item. More particularly, the allocation code is used to identify
one or more allocation rules. An allocation rule that is deter-
mined to be in effect with an effective date prior to the pro-
cessing date is selected to allocate the invoice line item costs.
The allocation rule identifies the appropriate cost center, or
cost centers, to which the costs are to be allocated. [f multiple
cost centers are identified in the allocation rule, the allocation
rule identifies a percentage of the cost to be allocated to each
of the cost centers identified in the rule.

The process shown in FIG. 5 may be performed for a single
invoice or for multiple invoices. In the latter case, the process
may be used to perform bulk processing of invoices, such as
by repeating the process for each invoice, for example.
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Referring to FIG. 5A, at step 502, a determination is made
whether all of the line items in an invoice have been pro-
cessed. If so, processing ends at step 520. If not, processing
continues at step 504 to get the next invoice line item. At step
506, an allocation rule is selected from cost allocation 122.
The selection may result in more than one allocation rule, or
the selection may result in no allocation rule, being found.

If it is determined at 508 that there is more than one, or a
missing, allocation rule, processing continues at step 510 to
handle the exception. As previously discussed, a notification
is made and the notification recipient uses cost allocation
interface 134 to create an allocation rule, or to identify one of
the allocation rules as the rule currently in effect. Upon
completion of exception handling at 510, processing contin-
ues at 506 and 508 to select an allocation rule and check for an
exception caused by the selection.

If'selection of an allocation rule did not raise any exception,
processing continues at 512. The selected allocation rule is
used, at 512, to allocate the line item costs to one or more cost
centers based on the cost center and percentage identification
provided by the selected allocation rule. Processing then con-
tinues at step 502 to process any remaining line items.

IV. Example Implementations

The present invention (i.e., [system 100, process 400] or
any part(s) or function(s) thereof) may be implemented using
hardware, software or a combination thereof and may be
implemented in one or more computer systems or other pro-
cessing systems. However, the manipulations performed by
the present invention were often referred to in terms, such as
adding or comparing, which are commonly associated with
mental operations performed by a human operator. No such
capability of a human operator is necessary, or desirable in
most cases, in any of the operations described herein which
form part of the present invention. Rather, the operations are
machine operations. Useful machines for performing the
operation of the present invention include general purpose
digital computers or similar devices.

In fact, in one embodiment, the invention is directed toward
one or more computer systems capable of carrying out the
functionality described herein. An example of a computer
system 600 is shown in FIG. 6.

The computer system 600 includes one or more processors,
such as processor 604. The processor 604 is connected to a
communication infrastructure 606 (e.g., a communications
bus, cross-over bar, or network). Various software embodi-
ments are described in terms of this exemplary computer
system. After reading this description, it will become appar-
ent to a person skilled in the relevant art(s) how to implement
the invention using other computer systems and/or architec-
tures.

Computer system 600 can include a display interface 602
that forwards graphics, text, and other data from the commu-
nication infrastructure 606 (or from a frame butfer not shown)
for display on the display unit 630.

Computer system 600 also includes a main memory 608,
preferably random access memory (RAM), and may also
include a secondary memory 610. The secondary memory
610 may include, for example, a hard disk drive 612 and/or a
removable storage drive 614, representing a floppy disk drive,
a magnetic tape drive, an optical disk drive, etc. The remov-
able storage drive 614 reads from and/or writes to a remov-
able storage unit 618 in a well known manner. Removable
storage unit 618 represents a floppy disk, magnetic tape,
optical disk, etc. which is read by and written to by removable
storage drive 614. As will be appreciated, the removable
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storage unit 618 includes a computer usable storage medium
having stored therein computer software and/or data.

In alternative embodiments, secondary memory 610 may
include other similar devices for allowing computer programs
or other instructions to be loaded into computer system 600.
Such devices may include, for example, a removable storage
unit 622 and an interface 620. Examples of such may include
a program cartridge and cartridge interface (such as that
found in video game devices), a removable memory chip
(such as an erasable programmable read only memory
(EPROM), or programmable read only memory (PROM))
and associated socket, and other removable storage units 622
and interfaces 620, which allow software and data to be
transferred from the removable storage unit 622 to computer
system 600.

Computer system 600 may also include a communications
interface 624. Communications interface 624 allows software
and data to be transferred between computer system 600 and
external devices. Examples of communications interface 624
may include a modem, a network interface (such as an Eth-
ernet card), a communications port, a Personal Computer
Memory Card International Association (PCMCIA) slot and
card, etc. Software and data transferred via communications
interface 624 are in the form of signals 628 which may be
electronic, electromagnetic, optical or other signals capable
of being received by communications interface 624. These
signals 628 are provided to communications interface 624 via
a communications path (e.g., channel) 626. This channel 626
carries signals 628 and may be implemented using wire or
cable, fiber optics, a telephone line, a cellular link, an radio
frequency (RF) link and other communications channels.

In this document, the terms “computer program medium”
and “computer usable medium” are used to generally refer to
media such as removable storage drive 614, a hard disk
installed in hard disk drive 612, and signals 628. These com-
puter program products provide software to computer system
600. The invention is directed to such computer program
products.

Computer programs (also referred to as computer control
logic) are stored in main memory 608 and/or secondary
memory 610. Computer programs may also be received via
communications interface 624. Such computer programs,
when executed, enable the computer system 600 to perform
the features of the present invention, as discussed herein. In
particular, the computer programs, when executed, enable the
processor 604 to perform the features of the present invention.
Accordingly, such computer programs represent controllers
of the computer system 600.

In an embodiment where the invention is implemented
using software, the software may be stored in a computer
program product and loaded into computer system 600 using
removable storage drive 614, hard drive 612 or communica-
tions interface 624. The control logic (software), when
executed by the processor 604, causes the processor 604 to
perform the functions of the invention as described herein.

In another embodiment, the invention is implemented pri-
marily in hardware using, for example, hardware components
such as application specific integrated circuits (ASICs).
Implementation of the hardware state machine so as to per-
form the functions described herein will be apparent to per-
sons skilled in the relevant art(s).

In yet another embodiment, the invention is implemented
using a combination of both hardware and software.

V. Conclusion
While various embodiments of the present invention have
been described above, it should be understood that they have
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been presented by way of example, and not limitation. It will
be apparent to persons skilled in the relevant art(s) that vari-
ous changes in form and detail can be made therein without
departing from the spirit and scope of the present invention.
Thus, the present invention should not be limited by any of the
above described exemplary embodiments, but should be
defined only in accordance with the following claims and
their equivalents.

In addition, it should be understood that the figures and
screen shots illustrated in the attachments, which highlight
the functionality and advantages of the present invention, are
presented for example purposes only. The architecture of the
present invention is sufficiently flexible and configurable,
such that it may be utilized (and navigated) in ways other than
that shown in the accompanying figures.

Further, the purpose of the foregoing Abstract is to enable
the U.S. Patent and Trademark Office and the public gener-
ally, and especially the scientists, engineers and practitioners
in the art who are not familiar with patent or legal terms or
phraseology, to determine quickly from a cursory inspection
the nature and essence of the technical disclosure of the
application. The Abstract is not intended to be limiting as to
the scope of the present invention in any way.

What is claimed is:

1. A method for providing approval and allocation of costs
associated with purchases from a supplier against a pre-ex-
isting electronic procurement contract between the supplier
and an organization having a plurality of cost centers, the
method comprising:

receiving, at a computer-based electronic invoice process-

ing system, an electronic invoice from the supplier;
validating, by the invoice processing system, at least a
portion of information in the electronic invoice;

matching, by the invoice processing system, the electronic
invoice with the pre-existing electronic procurement
contract;

validating, by the invoice processing system, rate informa-

tion included in the electronic invoice information with
a contract rate from the pre-existing electronic procure-
ment contract;
determining, by the invoice processing system, an alloca-
tion code associated with the electronic invoice, wherein
the allocation code is determined based upon at least one
of input received from a user interface, a line item of the
electronic invoice and the procurement contract;

determining an allocation rule based upon the allocation
code and an effective date associated with the allocation
rule;
allocating, by the invoice processing system and based
upon the allocation rule, costs associated with procure-
ment to at least one of the plurality of cost centers using
validated information from the electronic invoice; and

wherein the pre-existing electronic procurement contract
specifies a contractual obligation between the supplier
and the organization regarding procurement costs.

2. The method of claim 1, wherein the step of allocating
costs includes selecting an allocation rule that identifies the at
least one cost center.

3. The method of claim 2, wherein the costs are allocated to
more than one of the plurality of cost centers in accordance
with a percentage associated with each of the more than one
cost centers identified in the selected allocation rule.

4. The method of claim 2, wherein the electronic invoice
includes a plurality of input fields, at least one of which is
used to input the allocation code.
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5. The method of claim 1, wherein the step of allocating
costs includes:

allocating costs to an initial cost center; and

reallocating the costs allocated to the initial cost center to
the at least one of the plurality of cost centers.

6. A system for providing approval and allocation of costs
associated with purchases from a supplier against a pre-ex-
isting electronic procurement contract between the supplier
and an organization having a plurality of cost centers, com-
prising:

a network interface communicating with a memory, said
network interface configured to receive an electronic
invoice from the supplier;

said memory communicating with a processor; and

said processor, when executing a computer program, is
configured to:

validate at least a portion of information in the electronic
invoice;

match the electronic invoice with the pre-existing elec-
tronic procurement contract;

validate by the invoice processing system, rate information
included in the electronic invoice information with a
contract rate from the pre-existing electronic procure-
ment contract;

determine an allocation code associated with the electronic
invoice, wherein the allocation code is determined based
upon at least one of input received from a user interface,
aline item of the electronic invoice and the procurement
contract;

determine an allocation rule based upon the allocation code
and an effective date associated with the allocation rule;

allocate, based upon the allocation rule, costs associated
with procurement to at least one of the plurality of cost
centers using validated information from the electronic
invoice; and

wherein the pre-existing electronic procurement contract
specifies a contractual obligation between the supplier
and the organization regarding procurement costs.

7. The system of claim 6, further comprising a cost alloca-
tor comprising a selector operable to select the allocation rule
that identifies the at least one cost center.

8. The system of claim 7, wherein the cost allocator is
operable to allocate costs to more than one of the plurality of
cost centers in accordance with a percentage associated with
each of the more than one cost centers identified in the
selected allocation rule.

9. The system of claim 7, wherein more than one allocation
rule is associated with an allocation code, and

wherein the selector is operable to select an allocation rule
having a closest effective date prior to an invoice pro-
cessing date.

10. The system of claim 6, wherein the cost allocator

includes:

a first cost allocator operable to allocate costs to an initial
cost center; and

a second cost allocator operable to reallocate the costs
allocated to the initial cost center to the at least one of the
plurality of cost centers.

11. A non-transitory computer-readable medium (CRM)
having computer-executable instructions stored thereon for
causing a computer to provide approval and allocation of
costs associated with purchases from a supplier against a
pre-existing electronic procurement contract between the
supplier and an organization having a plurality of cost centers,
the executable instructions, if executed by a computer, cause
the computer to perform operations comprising:
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receiving an electronic invoice from the supplier;

validating at least a portion of information in the electronic
invoice;

matching the electronic invoice with the pre-existing elec-
tronic procurement contract;

validating rate information included in the electronic
invoice information with a contract rate from the pre-
existing electronic procurement contract;

determining an allocation code associated with the elec-
tronic invoice, wherein the allocation code is determined
based upon at least one of input received from a user
interface, a line item of the electronic invoice and the
procurement contract;

determining an allocation rule based upon the allocation
code and an effective date associated with the allocation
rule; and

allocating, based upon the allocation rule, costs associated
with procurement to at least one of the plurality of cost
centers using validated information from the electronic
invoice,

wherein the pre-existing electronic procurement contract
specifies a contractual obligation between the supplier
and the organization regarding procurement costs.
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12. The CRM of claim 11, wherein the executable instruc-
tions, if executed by a computer, further cause the computer to
perform selecting an allocation rule which identifies the at
least one cost center.

13. The CRM of claim 12, the executable instructions, if
executed by a computer, further cause the computer to per-
form allocating the costs to more than one of the plurality of
cost centers in accordance with a percentage associated with
each of the more than one cost centers identified in the
selected allocation rule.

14. The CRM of claim 12, wherein more than one alloca-
tion rule is associated with an allocation code, and

wherein the executable instructions, if executed by a com-

puter, further cause the computer to perform selecting an
allocation rule having a closest effective date prior to an
invoice processing date.

15. The CRM of claim 11, wherein the executable instruc-
tions, if executed by a computer, further cause the computer to
perform:

allocating costs to an initial cost center; and

reallocating the costs allocated to the initial cost center to

the at least one of the plurality of cost centers.
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